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Key Points: 
 The lack of substantive discussion on aid policy probably reflects 
uncertainty within the Australian government about how to respond to 
two fundamental issues related to Australia’s aid to Asia. 
 The first of these is whether it is appropriate, or even possible, for the 
Australian government to continue increasing aid to developing countries 
in Asia. 
 The second issue is how to engage with Asian countries in relation to 
what is perhaps the region’s main future development challenge: rising 
inequality. 
 Combined together, these two issues have thus created a difficult 
environment for the government to formulate future directions for 
Australian aid programs in Asia. In this respect, it is perhaps not 
surprising that it opted to defer addressing these issues until a later date. 
 It will not be able to do so indefinitely, however. With the Australian aid 
program scheduled to grow dramatically over the next few years and 
Asian engagement back on the national policy agenda, it will be 
important for the government to clearly indicate how the two priorities 
fit together. 
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The recently released White Paper on Australia in the Asian Century is perhaps more 
notable for what it does not say than what it does say, particularly given that it 
announces few new spending initiatives. 
 
In this respect, one of its principal silences relates to the role of aid in Australia’s 
future relations with the region. 
 
The authors of the White Paper note that aid has historically been one of the key 
mechanisms by which Australia has engaged with the Asian region and that it 
continues to remain important in this respect. Almost 60 percent of Australian aid, 
they observe, currently goes to Asian countries.   
 
Yet, they tell us very little about the role that aid will play in Australia’s future 
engagement with the region.  
 
At one point, they state that Australia will ‘*c+ontinue to be a reliable and high-quality 
development partner through collaborative relationships aimed at reducing poverty 
and improving sustainability’ (p24). And in a short section on ‘aid and broader 
institutional connections’, they outline a potential role for aid in relation to bio-
security, labour, human rights and peace-building initiatives. There is also a brief 
discussion of aid’s role in helping Asian countries to address the effects of climate 
change and other environmental problems. 
 
But, in general, the White Paper’s authors give little attention to aid policy. For 
instance, they provide no indication as to whether the overall level of Australian aid 
to the region will rise or fall in the future, which countries will become the primary 
focus of the aid program, or which issues and sectors it will emphasise. The paper 
contains only one substantive reference to AusAID, the Australian government 
agency responsible for managing Australia’s aid program--and this is in a box that 
focuses on the CSIRO’s research collaborations in Asia.  
 
Overwhelmingly, the focus of the White Paper is on the way in which Australia will 
engage with Asia through approaches to other areas of government policy, especially 
education and training, infrastructure, finance, taxation, security and defence, 
diplomacy, and international trade. 
 
What are we to make of this silence about the role of Australian aid in Australia’s 
future engagement with Asia?  
 
Undoubtedly, part of the reason for this silence is simply the domestic focus of the 
White Paper. The White Paper is primarily about how Australia should respond to the 
Asian Century in order to realize the opportunities its presents rather than how 
Australia can further promote Asia’s transformation. It is fundamentally a sales pitch 
to Australian voters for a domestic policy agenda focused on reforms to education, 
taxation, infrastructure and so on. 
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But the lack of substantive discussion on aid policy also probably reflects uncertainty 
within the Australian government about how to respond to two fundamental issues 
related to Australia’s aid to Asia. 
  
The first of these is whether it is appropriate, or even possible, for the Australian 
government to continue increasing aid to developing countries in Asia. Different 
factors are pushing in different directions on this issue. On the one hand, the growing 
role of new donors such as China and India within the region is providing a strong 
geo-strategic rationale for the Australian government to continue expanding its own 
aid programs: expanding these programs provides a way of counter-balancing rising 
Chinese and Indian influence.  
 
On the other hand, the region’s growing affluence is making it increasingly difficult 
for Australian political leaders to justify increased aid to Asian countries, particularly 
given that the official purpose of the aid program is to reduce poverty. As the Asian 
Century proceeds, poverty will undoubtedly persist in some Asian countries despite 
strong economic growth. But Asian countries will increasingly have the resources 
required to eliminate poverty themselves and some will argue that Australia aid 
money is better spent elsewhere. 
 
At the same time, there is some prospect that increasingly affluent Asian countries 
will sever ties with donors to reduce the transaction costs associated with donor 
fragmentation and the political problems caused by donor leverage over policy, just 
as India did in the early 2000s. In other words, they will decide that receiving aid is 
simply no longer worth the hassle. 
 
The second issue is how to engage with Asian countries in relation to what is perhaps 
the region’s main future development challenge: rising inequality. To the extent that 
poverty persists within the region during the Asian Century, it will be in large part 
because powerful political and social groups monopolize the benefits of economic 
growth; hence reducing poverty will require redistributive measures. Promoting such 
measures through aid will be difficult politically for the Australian government 
because it will undermine good relations with Asian governments and conflict with 
domestic political rhetoric about the need for market reform. 
 
Combined together, these two issues have thus created a difficult environment for 
the government to formulate future directions for Australian aid programs in Asia. In 
this respect, it is perhaps not surprising that it opted to defer addressing these issues 
until a later date. 
 
It will not be able to do so indefinitely, however. With the Australian aid program 
scheduled to grow dramatically over the next few years and Asian engagement back 
on the national policy agenda, it will be important for the government to clearly 
indicate how the two priorities fit together. 
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IPGRC Research Mission 
A primary focus of our research agenda is on political dynamics of governance and 
institutional innovations in the provision of public goods and regulation especially as it 
relates to economic and social development in the region.  
This will address issues relating to the organisation of markets and politics, and their 
effectiveness and fairness in addressing complex economic and social problems. It will also 
include an examination of the transformations of political organisation and authority at 
various scales – global, national, and regional – which have a bearing on the complex 
multilevel governance of the delivery of public goods and regulations.  
The centre has a particular focus on the global and regional challenges arising from the 
shifting tectonic plates of economic and political power to the Indo-Pacific region. 
 
